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Introduction from ARC
We live in a time of disruption and rapid change in the global travel ecosystem. From  
initiatives such as New Distribution Capability (NDC) and ONE Order to dynamic 
shifts in technology, business models and consumer behavior and expectations, travel 
retailing is becoming increasingly complex. That complexity, however, also creates new 
opportunities for growth.

This isn’t the first time our industry has gone through such profound change. When ARC 
settled its first transaction in January 1985, the industry was just coming to grips with 
the full impact of deregulation. A decade later, travel agencies once again had to adjust 
to shifting winds when airlines restructured commission payments. To support the 
continued success of the travel agency community, ARC implemented its Travel Agency 
Service Fee (TASF) platform to help them create a new revenue stream and accept  
payment for their expertise and time. Over the following 20 years, the rise of the  
internet; industry consolidation; the tragic events of September 11, 2001; peak oil prices; 
and the Great Recession would all challenge the global travel industry to its core.

Yet, despite these challenges and others, the travel agency community has  
continuously demonstrated resilience and adaptability. This has led their businesses  
to not only survive, but thrive. At ARC, our success relies on the health and growth  
of travel agencies. Just as the travel agency community has embraced challenges  
throughout its history, ARC is committed to continuously evolving its capabilities to 
move the travel industry forward.

This research validates the vibrancy of today’s travel agencies. More importantly, it 
underscores the fact that travel agencies aren’t just reactive to the world around  
them: They are proactively creating their own future. 

ARC is honored to work with travel agencies every day as we build solutions that help 
the global travel community connect, grow and thrive.

Sincerely,

Lauri Reishus 
Executive Vice President and Chief Operating Officer 
Airlines Reporting Corporation (ARC)
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About Phocuswright
Phocuswright is the travel industry research authority on how travelers, suppliers and 
intermediaries connect. Independent, rigorous and unbiased, Phocuswright fosters 
smart strategic planning, tactical decision-making and organizational effectiveness. 
Phocuswright delivers qualitative and quantitative research on the evolving dynamics 
that influence travel, tourism and hospitality distribution. Our marketplace intelligence 
is the industry standard for segmentation, sizing, forecasting, trends, analysis and 
consumer travel planning behavior. Every day around the world, senior executives,  
marketers, strategists and research professionals from all segments of the industry 
value chain use Phocuswright research for competitive advantage.

To complement its primary research in North and Latin America, Europe and Asia,  
Phocuswright produces several high-profile conferences in the United States, Europe 
and Asia Pacific, and partners with conferences in China, Singapore and the United 
Arab Emirates. Industry leaders and company analysts bring this intelligence to life by 
debating issues, sharing ideas and defining the ever-evolving reality of travel  
commerce. The company is headquartered in the United States with Asia Pacific  
operations based in India and local analysts on five continents. Phocuswright is a wholly 
owned subsidiary of Northstar Travel Media, LLC.

www.phocuswright.com

https://www.phocuswright.com/
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By all measures, the travel agency distribution channel is thriving. Optimism 
about the future is high, the majority of agencies made more money this year 
than last, and sales in all segments are strong and growing. New business 
models, led by a surge in the number of independent contractors (ICs), most of 
whom work from home, have attracted fresh talent to the industry and infused 
the channel with innovative ideas about doing business. 

Air sales by agents are up and rising, and air remains the largest product  
category for travel agents. The number of agents charging fees continues  
to increase, providing another source of revenue on air sales along with  
commissions.  

All of this spells out opportunity for airlines to increase sales through the travel 
agency distribution channel, particularly on the leisure side. At the same time, 
fundamental changes in the agency distribution channel pose new challenges 
to the longstanding airline-agency business relationship.   

This paper, based on key research and insights from Phocuswright’s 2018 U.S. 
Travel Agency Distribution Landscape: 2016-2021, explores prospects for travel 
agency sales of air products within the context of the overall vitality of the 
agency distribution channel. We present a detailed picture of the current state 
of travel agency air sales, including differences in how corporate and leisure 
agents, and ICs, sell a spectrum of air products.

We also shed light on changes in the travel agency business model and ways of 
conducting business, cover some of the challenges agents face, and outline the 
potential impact these issues could have on air sales in the future. 

Air Sales and the Travel 
Agency Distribution  
Channel 
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Travel agencies and air sales: strong and growing 

Perspectives
“Air is sexy again. All these 
carriers are investing in their 
product, and the physical 
product has gotten better. 
And air is lucrative. If you are 
making a commission on a 
$5,000 air ticket to London  
in business class, compared  
with selling a high-end hotel  
in London, air makes more  
money. Hotels don’t have the 
same revenue potential.”

— Chief executive of a major group 
of company-owned and franchised 
agencies

Part 1:

Airlines and agencies are bound together by reciprocal needs. Travel agencies 
are the dominant sales channel for airlines, generating 44% of air segment 
sales. Corporate travel agencies continue to sell significantly more air than  
leisure agencies, accounting for 26% of air sales versus 18% of air segment 
sales generated by leisure agencies. 

Just as airlines are reliant on the agency distribution channel for a significant 
portion of their sales, air sales are the financial bedrock for the majority of 
travel agencies. On average, air sales comprise 65% of gross bookings for  
corporate travel agencies and 51% of gross bookings for leisure agencies,  
according to combined research data from Phocuswright and the Airlines 
Reporting Corporation (ARC). 

It’s notable that air sales—and the commissions and service fees they  
generate for travel agencies—far outstrip all other supplier categories as a 
percentage of agency business. 

While just over half of leisure agency sales are airline tickets, the next largest 
segment is cruise (21%) followed by tour (16%). Air has made a comeback  
with leisure travel agencies, indicating a trend for continued opportunity  
and growth. On the corporate side, air represents just under two-thirds of  
corporate agency sales. Hotels trail as the next largest sales category for  
corporate travel agencies, with 29% of corporate agency sales. 

Agency air sales continue to climb

Fueled by the continued strength of corporate agency air sales and the upward 
trajectory of leisure agency air sales, in hard numbers air sales by the U.S.  
travel agency channel increased 5.8% over the last two years, from $64.3  
billion in 2016 to $67.9 billion in 2018. Continued growth is likely over the next 
few years, with agent air sales volume expected to reach $71.2 billion in 2021. 
That’s despite an anticipated slight drop in the percent of air segment sales 
generated by the travel agency channel over the same period, to 41%, as  
bookings continue to shift to airline websites.
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Both corporate and leisure agencies have seen a lift in air sales volume, and 
increases are projected to continue for both categories over the next few 
years. Air sales volume for leisure agencies increased about 5% in the last two 
years, from $26.8 billion in 2016 to $28.2 billion in 2018. Leisure travel sales of 
air tickets are projected to increase an additional 4.6% by 2021, to $29.5 billion. 
The growth trajectory is slightly higher for corporate travel agencies. Air sales 
volume increased 5.6% for corporate travel agencies over the last two years, 
from $37.5 billion in 2016 to $39.6 billion in 2018. Corporate agency air sales are 
expected to increase an additional 5% by 2021, to $41.7 billion.

Note: Totals may not add due to rounding.
Source: U.S. Travel Agency Distribution Landscape: 2016-2021;  U.S. Online Travel Overview Seventeenth Edition; Airlines Reporting Corporation (ARC)
©2019 Phocuswright Inc. All Rights Reserved
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©2019 Phocuswright Inc. All Rights Reserved.
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Travel agents have embraced the sale of airline ancillaries and add-ons; in the 
past year, 78% of survey participants booked an airline ancillary (including  
preferred seating, checked bag fees, lounge passes, early check-in privileges, 
etc.). A strong majority of corporate and leisure travel agents—including  
home-based agents (HBAs) and independent contractors (ICs)—sell airline 
ancillaries, with the most significant growth on the leisure side. 

Corporate travel agents have been selling air ancillaries from the start, like-
ly driven in large part by client demand. Ninety percent of corporate agents 
surveyed booked airline ancillaries or add-ons for clients in 2018, a single-digit 
increase from 2011. 

The real action with ancillaries is on the leisure agent side. About 86% of 
leisure retail storefront agencies (LRS) booked airline ancillaries or add-ons for 
their clients in 2018, up from 72% in 2011. Just over 70% of HBAs booked airline 
ancillaries or add-ons for clients in 2018, an increase of about 33% since 2011. 

A slightly higher percentage of agents sell ancillaries associated with air travel 
than for any other segment. Local tours and activities, including day tours, 
event tickets and sports rentals, are sold by 76% of agents, and 74% of  
agents sell cruise ancillaries, including shore excursions, spa and restaurant 
reservations, and more.

Airlines and ancillary sales

0 20% 40% 60% 80% 100%

2011
2018

Figure 3: Ancillaries

Corporate

LRS

HBA

Note: Totals may not add due to rounding.
Source: Phocuswright’s U.S. Travel Agency Distribution Landscape: 2016-2021; Airlines Reporting Corporation (ARC)
©2019 Phocuswright Inc. All Rights Reserved.
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The overall travel agency market is forecast to reach $127 billion by 2021, up 
from $112.8 billion in 2017. Air, cruise and specialized sales are driving most of 
the growth, along with customers who value the service, expertise, and  
personal relationship they have with their agents. 

Travel agents and agencies as sales generalists are on the decline. Of particular 
note, 88% of survey respondents now have one or more areas of specialization, 
all of which require air travel. Top specializations have not changed significantly 
in recent years. They include destinations and ocean cruises (60%), and tours 
and packages (59%). More than half also specialize in selling river cruises, 
generally an upscale product, and luxury travel. In the luxury segment, 16% also 
specialize in selling bespoke, a highly customized segment of luxury travel. 
One-fifth of ICs specialize in selling bespoke travel. 

The agency focus on specialization, in general, and upscale travel, in particular, 
are among the reasons that travel agents, direct supplier sales, and OTAs seem 
to have reached an equilibrium of sorts. As all sales specializations and upscale 
travel, in particular, require knowledge, experience, expertise and human  
interaction during the consultative and sales process, the research suggests 
that agents are increasingly focusing on the type of travel they want to sell and 
the type of traveler they want to work with rather than trying to be all things to 
all people. As consumers continue to use online sources for simple,  
lower-priced transactions, leisure travel agencies are increasingly handling 
the more complex leisure bookings that require multiple components, 
including air for land and cruise vacations.

Specialization is driving sales

The evolving travel agency distribution channel 
Part 2:

Increases in agency air sales are occurring within the broader context of a 
travel agency distribution channel that is thriving and evolving. It’s an ongoing 
transformation that the executive of one leading travel company described as 
“the continued renaissance of the travel agent.”

The majority of travel agencies are profitable and positive about the future. 
Sales volume increased over the previous year for 69% of survey participants, 
and 83% have positive expectations about the future of the travel agency 
landscape. That generally optimistic outlook prompted just over one-quarter 
of agencies to hire new agents within the last year, and close to half (47%) 
introduced service fees.
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Perspectives
“Agents are not interested in 
selling bottom of the barrel. 
The web is innately brilliant 
at finding the lowest cost, not 
necessarily the right choice. 
Human beings, especially 
trained agents, can match the 
client with the right product.”

— Executive of an upscale travel  
agency marketing group 

The most dramatic transformation underway in the travel agency channel is 
the surge in the IC business model, or what one agency executive referred to as 
“the IC-ification of the industry.” 

Close to one-third (30%) of survey participants are ICs. These entrepreneurial 
agents are specialists, often in niche products. They are also entrenched in  
specific consumer groups and are communicating constantly with their  
network via whatever medium their clients prefer, including mobile devices 
and social media. ICs are being courted by agency owners, consortia and host 
agencies, and they are changing staffing practices in the channel; the average 
agency owner surveyed has 40 ICs and 14 employees. 

The industry is coming to terms with the ramifications of having close to 
one-third of the agent population working as ICs. As their numbers continue to 
increase, ICs’ booking practices could impact supplier relationships and  
commission agreements; while a majority of ICs (71%) book through a single 
host agency, more than a third (36%) also book directly with suppliers and do 
not use a host agency. 

The growing IC population could also have a dramatic impact on consortia, with 
their traditional focus on support, marketing and commission agreements for 
travel agencies, and host agencies, which provide a place for individual agents 
to book, a network of peers, marketing and sales support, and an identity with 
the supplier community. Currently, only 6% of agents surveyed are not  
affiliated with a consortia or host agency, and many have dual affiliations.

On the upside, ICs are refreshing the travel agency channel with new talent, 
networks of new clients, technological savvy, and a fresh take on how, when and 
where to sell travel. The downside is a potential loss of discipline for agencies 
that work with ICs, particularly in directing sales to preferred suppliers; more 
part-timers and hobbyists; and challenges for suppliers who want to reach ICs 
but are not sure how best to work with them, or what to expect in return.

As ICs proliferate and creative new business models emerge, including new  
renditions of the brick-and-mortar sales environment, one thing is certain: 
There is no such thing as a typical travel agent anymore (if there ever was). 
Research illustrates some common generalities; a majority of agents now  
work from home, focus on booking leisure travel, have one or more sales  
specializations and a personal network of customers, and book by phone and 
on supplier websites. The agency community, which has always thrived on 
consumer referrals, is also increasingly using social media, email marketing 
and a variety of other digital techniques to get consumer attention.

New models and ways of working

Power shifts to the individual
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Part 3:

The ongoing shift to work at home is a significant development for the agency 
industry and for suppliers who rely on them as a key distribution channel. Just 
over half (51%) of agents surveyed said they work in a remote or home-based 
business, including 82% of ICs. Just 44% work in a retail storefront or  
office- based agency, including 14% of ICs. 

It’s important to note that the majority of home-based agents surveyed are not 
hobbyists: 66% work at the job full time, including 46% of home-based agents 
who sell travel as their primary source of income, and an additional 20% whose 
travel sales are a secondary source of income.  

On a parallel track with the continued trend toward sales specialization, the 
number of leisure travel agencies is increasing, while general purpose agencies 
and corporate agencies, to a much smaller extent, are decreasing in number. 
Since 2011, the number of leisure travel agencies increased by 13%, the number 
of corporate agencies decreased by 2%, and the number of general purpose 
agencies dropped by 11%. 

Supplier websites are number one on the list of top three go-to sources  
preferred by a majority of agents (73%) for researching and shopping  
schedules, rates, availability, pricing and product opportunities. GDSs come  
in second, preferred by 45% of participants to shop and research travel. 

For the first time, VAX VacationAccess is among the top three shopping  
sources identified by survey participants, preferred by 35% to shop and 
research travel. That number directly corresponds to the rise in home-based 
agents, which currently constitute 51% of the survey base. Home-based 
agents, the majority of which are ICs, are also utilizing traveler review and 
community websites as well as blogs to research travel products and options 
for their customers.

While desktop and laptop computers are the primary devices agents prefer to 
use for both research and booking, use of mobile devices for both has exploded 
since 2011. Desktop computers are used by 75% of agents for booking travel 
and 67% for researching and shopping. Laptops are used by 69% of agents for 
booking and 66% for research and shopping.

The big shift here is to mobile. Agent use of mobile devices to research and 
book travel was barely a blip on the radar seven years ago, with fewer than 10% 
of agents using a mobile device for research or booking. Fast forward to 2018, 
and a significant number of agents use mobile for both researching and booking 

Doing business: Agent shopping and booking trends 

Preferred research and booking devices 
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Figure 4: How Agents Shop and Book by Device

Base: U.S. Travelers with online access (N=1662)
Source: The Travel Marketer’s Guide to the U.S. Digital Travel Landscape
©2019 Phocuswright Inc. All Rights Reserved.

travel. Just under half (47%) use a tablet to research travel and 22% booked for 
their clients on a tablet. Use of mobile phones is even more widespread: 61% 
of agents surveyed shopped travel for their clients on a mobile phone, and just 
over one-third (34%) book on a mobile phone. 

In a phone-to phone comparison, 41% of agents use a landline phone for 
research and 61% use a landline phone for booking. In an indication of a further 
increase in the use of mobile phones for researching and booking travel, 30% 
of agents surveyed do not have or use a landline for research or bookings at all, 
compared with 28% who do not have or use a mobile phone for research  
or bookings.

Interestingly, age is not a determining factor as agents across the age  
demographic show similar use of mobile devices for research and booking. 
More than 60% of participants 65 years old and younger use mobile for  
research, and 53% of agents older than 65 use mobile. 

Driven by client preference, use of text messaging for booking has increased 
along with mobile adoption in the shop/buy cycle. More than one-quarter of 
participants (27%) said a majority of their clients prefer to book via text  
messaging. That number is significantly higher for home- based agents (who 
are primarily ICs): 43% said a majority of their clients prefer to book via text 
(37%) or through a text-enabled app (6%). 
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Perspectives
“The airlines are relying on us 
to help them fill the front of 
the plane. We are guiding  
customers to explain what 
route to take, what airline to 
book and why, the difference 
in products, and which is better 
for them. They are looking for 
the kind of guidance a good 
travel adviser can provide. 
Over time, as the airlines  
become more competitive, 
they will provide greater  
incentives to agencies for 
these bookings.”

— CEO and founder of an upscale 
boutique travel agency whose air sales 
have increased from $1 million in 2017 
to $5 million in 2018

Figure 5: How Agents Book Air

Question: Please tell us how you usually book flights, lodging, rental cars and cruises. 
Base: N=1,551
Note: HBA = Home Based Agent  LRS = Leisure Retail Storefront
Source: U.S. Travel Agency Distribution Landscape: 2016-2021 
©2019 Phocuswright Inc. All Rights Reserved.
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There are clear, and sometimes, stark differences in where corporate and  
leisure agents prefer to book flights, and for agents who work in a storefront  
or office versus those who are home based. 

More than half of all agents surveyed (55%) usually book air on a GDS. A much 
higher percentage of corporate agents (85%) and LRS agents (78%) do so, 
while only 32% of HBAs book air via a GDS. Predictably, there are also  
similar disparities in air booking practices with consolidators and wholesalers. 
Survey-wide, 52% of participants usually book air direct with a consolidator 
or wholesaler. While about the same percentage of LRS agents and HBAs do 
so, only 19% of corporate agencies typically book air with a consolidator or 
wholesaler.

Outside booking systems or websites for travel agents, such as VAX Vacation-
Access, TravelBound and Revelex, are the usual air booking channel for 37% of 
participants. These systems are most popular for air bookings with HBAs: 44% 
use them to book flights, compared with 32% of RSAs and 12% of corporate 
agents. 

Air booking patterns on supplier websites show similar patterns for corporate 
and leisure agents. Survey-wide, 36% of participants book air on supplier 
direct websites. One-third of LRS agents and 40% of HBAs book air direct on 
supplier websites, compared with 26% of corporate agencies that do so. 

Booking air: patterns and pathways  
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Part 4:

While survey data does not identify specific actions that airlines can take to 
expand and enhance business with the travel agency distribution channel, it 
does indicate areas of opportunity.

Leisure travel air sales 
Survey data on the increase in the number of leisure travel agencies, the 
proliferation of ICs, and the growing cadre of agents who specialize in selling 
luxury, bespoke and groups all point to significant opportunities for airlines to 
increase business from the leisure travel agency channel. 

While there is no clear line connecting commission payments to agents and  
increased sales, it’s important to note that commissions are the primary  
income source for travel agencies and individual agents. Survey-wide,  
commissions from travel sales generate 61% of income for travel agencies 
and 71% of personal income for travel agents. Service and consultation fees on 
average generate 18% of agency revenues and 10% of agents’ personal income.

In what could be an acknowledgment of the power of agents to generate  
demand, the Big 3 U.S. carriers have all increased commission payments in  
recent years. According to the research, these are competitive moves directed 
at increasing travel agency and TMC sales of high-end domestic and international 
travelers, primarily on business and first-class flights.

Technology enhancements and innovations 
Consortia, host agency and supplier investments in technology are starting to 
improve booking efficiencies for travel agents, but in general technology has 
not kept pace with the demands of agents and customers in the travel space.

While 57% of agents make a call to complete a booking because they want 
to talk with a real person, just over half do so because the product they want 
can’t be booked online. That percentage has increased since 2007 despite tech 
advances in the industry overall. 

Data illustrates that the majority of agents use a specific platform to make a 
booking because it’s the fastest and easiest way to do so. The speed and ease 
of booking motivates 64% of agents to book on a supplier website, 62% to 
book on a GDS, and 38% to book via a phone call because it’s faster and easier 
than any other method. 

Without tech innovations, the trend to increased use of the phone to complete 
a booking is likely to continue as more agents specialize in selling the complex 
itineraries and products associated with luxury and bespoke travel.

Areas of opportunity 

Perspectives
“Basically, we never want to 
call suppliers. We hope they 
will deliver us all the tools we 
need so we never have to pick 
up the phone. Technology 
enhances our experience and 
knowledge and gives a travel 
pro that much more of a value 
add for the whole client  
experience.”

— Executive of a major global travel 
agency organization



Air Sales and the Travel Agency Distribution Channel / April 2019

15©2019 Phocuswright Inc. All Rights Reserved.

In 2019, a financially stable and optimistic travel agency channel remains the 
primary distribution source for air ticket sales. While corporate air sales remain 
strong, air is growing with leisure travel agencies and is expected to reach 
$29.5 billion by 2021, creating opportunity for airlines to enhance their business 
relationship with the leisure agency channel.

The surge in the number of ICs to an estimated 30% of the U.S. travel agent 
population offers airlines sales opportunities, as well as loyalty and logistical 
challenges. The majority of ICs are leisure travel sales specialists, often in niche 
products, and they are entrenched in specific consumer groups many suppliers 
are eager to tap. Influence, if not power, is shifting to this growing number of 
independent and primarily home-based agents as they are courted by agency 
owners, consortia, host agencies and travel suppliers.  

The sale of air ancillaries by leisure travel agents is another area of significant 
growth, and opportunity. About 86% of leisure retail storefront agencies (LRS) 
booked airline ancillaries or add-ons for their clients in 2018, up 14% since 2011. 
Just over 70% of HBAs booked airline ancillaries or add-ons for clients in 2018, 
a whopping increase of about 33% since Phocuswright’s 2011 research. 

Technology enhancements that make it easy to shop and book air ancillaries 
are needed before airlines can fully capitalize on the growth in agent sales of 
ancillaries, particularly through the leisure channel. To that end, it’s important 
to note that the travel agent channel is quickly adopting mobile technology to 
do business. 

Part 5:
Conclusion

On the horizon: Working with ICs, consortia and host agencies 
Travel suppliers are all grappling with how to reach and work with independent 
home-based agents, and airlines are no exception. As the number of ICs grows, 
host agencies are likely to increase their clout with suppliers, as well as with 
the consortia they are members of and that need the host agencies’ buying 
power to further their value proposition to suppliers. 

How airlines work with agency and agent affiliations even as new models 
emerge for both is likely to emerge as a key area of challenge and opportunity 
in the near future. Only 6% of agents reported having no affiliation with any 
organization or host, and many have dual affiliations.

On the wish list: Stop by more often  
Close to 60% of agents surveyed identified in-office visits or local training and 
events by supplier representative as very valuable, and just over 30% said that 
type of training was somewhat valuable.

Perspectives
“They could do a better job with 
coverage. Airline reps cover 
hundreds, if not thousands, 
of people. They need a better 
model to service their agency 
partners. We can build up the 
front end for them. If there 
were better communication, 
we could help them move that 
inventory more efficiently, 
and make our clients happy at 
the same time. They also need 
to give their major agency 
partners the ability to access 
things our customers cannot 
get without using an adviser.” 

— Executive of an upscale  
bricks-and-mortar travel agency  
franchise
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Agent use of mobile devices to research and book travel was barely a blip on 
the radar seven years ago, with fewer than 10% of agents using a mobile device 
for research or booking. Now just under half of agents surveyed use a tablet 
to research travel and more than one-fifth booked on a tablet. Use of mobile 
phones is even more widespread: 61% of agents surveyed shopped travel for 
their clients on a mobile phone, and just over one-third booked on a mobile 
phone. 

Travel suppliers are all grappling with how to reach and work with independent 
home-based agents, and airlines are no exception. As the number of ICs grows, 
host agencies are likely to increase their clout with suppliers and with the  
consortia they are members of and that need the host agencies’ buying power 
to further their value proposition to suppliers. This is a key area of challenge 
and opportunity, and airlines would be well served to take the initiative in  
developing innovative partnerships with ICs, host agencies and consortia, even 
as new models for both emerge.


